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OFFICE  OF  MANAGEMENT  AND 
BUDGET 

PrepoMd  Plan  for  Study  of  Fadorol  Atsistanca 
Programs 

AGENCY:  Office  of  Management  and 
Budget. 

ACTION:  Notice  of  proposed  plan  for 
the  study  of  Federal  assistance  pro¬ 
grams  and  practices  required  by  the 
Federal  Grant  and  Cooperative  Agree¬ 
ment  Act  of  1977  (Pub.  L.  95-224). 

SUMMARY:  The  Federal  Grant  and 
Cooperative  Agreement  Act  of  1977  re¬ 
quires  the  Director  of  OMB  to  study 
alternative  means  of  implementing 
Federal  assistance  programs  and  to  de¬ 
termine  the  feasibility  of  developing  a 
comprehensive  system  of  guidance  for 
Federal  assistance  programs.  A  report 
to  Congress  is  required  by  February  3, 
1980.  In  conducting  this  study,  OMB 
intends  to  consult  and,  to  the  extent 
practicable,  involve  representatives  of 
the  executive  agencies.  Congress,  Gen¬ 
eral  Accounting  Office,  State  and  local 
governments,  other  recipients,  and  in¬ 
terested  members  of  the  public. 

This  notice  is  to  solicit  comments  on 
the  proposed  scope  of  work  for  the 
study.  (Comments  which  address  the 
following  are  particularly  solicited: 

1.  Adequacy  of  the  scope  of  the 
planned  study  issues; 

2.  Specific  issues  that  should  be 
added  to  or  deleted  from  the  study 
design; 

3.  The  relative  priority  to  be  as¬ 
signed  to  the  analysis  of  specific 
issues; 

4.  Identification  of  specific  issues  in 
the  study  plan  for  which  the  respon¬ 
dent  anticipates  providing  further  in¬ 
formation,  analyses,  or  comment. 

On  the  basis  of  comments  received, 
the  plan  will  be  revised  and  is  expect¬ 
ed  to  be  published  in  the  Federal  Reg¬ 
ister  by  mid-September  1978. 

The  Act  also  requires  Federal  agen¬ 
cies  to  take  specific  actions  by  Febru¬ 
ary  3,  1979.  These  include  use  of  pro¬ 
curement  contracts  for  procurement 
transactions,  and  grants  or  cooperative 
agreements  for  certain  types  of  assist¬ 
ance  transactions.  On  May  19,  1978, 
OMB  published  in  the  Federal  Regis¬ 
ter  a  notice  of  its  proposed  guidance 
for  implementing  these  requirements. 
It  is  anticipated  that  the  final  gaiid- 
ance  will  be  published  in  July  1978. 

DATE:  Written  comments  on  the  pro¬ 
posed  study  plan  must  be  r^eived  by 
August  23,  1978. 

ADDREISS:  Comments  should  be  sent 
in  duplicate  to  Vincent  Puritano, 
Deputy  Associate  Director  for  Inter¬ 
governmental  Affairs,  Office  of  Man¬ 
agement  and  Budget,  Room  9025, 
NEOB,  Washington,  D.C.  20503. 

FOR  FURTHER  INFORMATION 
CONTACT: 


Thomas  L.  Hadd,  Intergovernmental 
Affairs  Division,  Office  of  Manage¬ 
ment  and  Budget.  Room  9026, 
NEOB,  Washington,  D.C.  20503,  tele¬ 
phone  202-395-5156. 

I.  Requirements  of  the  Act 

Section  8  of  Pub.  L.  95-224  requires 
the  Director  of  OMB  to  conduct  a 
comprehensive  study  of  Federal  assist¬ 
ance  programs  and  related  administra¬ 
tive  practices.  This  preliminary  plan  is 
a  basic  statement  of  scope  for  the 
study  and  highlights  the  major  ques¬ 
tions  and  issues  to  be  addressed.  Given 
the  breadth  of  the  statutory  mandate, 
further  refinement  of  the  plan  will  be 
necessary  after  comments  are  re¬ 
ceived. 

Section  8  of  the  Act  says  of  the 
study  scope  and  content: 

The  Director  of  the  Office  of  Manage¬ 
ment  and  Budget,  in  cooperation  with  the 
executive  agencies,  shall  undertake  a  study 
to  develop  a  better  understanding  of  alter¬ 
native  means  of  implementing  Federal  as¬ 
sistance  programs,  and  to  determine  the  fea¬ 
sibility  of  developing  a  comprehensive 
system  of  guidance  for  Federal  assistance 
programs.  •  •  •  The  report  on  the  study 
shall  include  (1)  detailed  descriptions  of  the 
alternative  means  of  implementing  Federal 
assistance  programs  and  of  the  circum¬ 
stances  in  which  the  use  of  each  appears  to 
be  most  desirable,  (2)  detailed  descriptions 
of  the  basic  characteristics  and  an  outline  of 
such  comprehensive  system  of  guidance  for 
Federal  assistance  programs,  the  develop¬ 
ment  of  which  may  be  determined  feasible, 
and  (3)  recommendations  concerning  ar¬ 
rangements  to  proceed  with  the  full  devel¬ 
opment  of  such  comprehensive  system  of 
guidance  and  for  such  administrative  or 
statutory  changes,  including  changes  in  the 
provisions  of  sections  3  through  7  of  this 
Act,  as  may  be  deemed  appropriate  on  the 
basis  of  the  findings  of  the  study. 

In  addition  to  these  specific  legisla¬ 
tive  requirements,  there  is  an  exten¬ 
sive  legrislative  history  including  rec¬ 
ommendations  on  the  content  and 
conduct  of  the  study  which  have  been 
taken  into  consideration  in  this  pro¬ 
posed  plan. 

The  study  offers  an  opportunity  to 
investierate  many  specific  issues  and 
problems  in  the  Federal  assistance 
area  called  to  OMB’s  attention  by 
State  and  local  officials,  the  Congress. 
GAO,  executive  agency  officials,  and 
to  review  systematically  the  proper 
Federal  role  in  assistance  activities.  It 
is  consistent  with  the  President’s  ob¬ 
jective  and  recent  actions  to  simplify 
programs.  A  significant  number  of 
issues  related  to  the  Federal  assistance 
system  and  reflected  in  this  plan  are 
addressed  by  the  President’s  Septem¬ 
ber  9,  1977,  memoranda  on  cutting  red 
tape,  ongoing  presidential  reorganiza¬ 
tion  activities,  and  recommendations 
of  the  Commission  on  Government 
Procurement.  The  results  of  these  and 
other  reform  initiatives  will  be  inte¬ 
grated  with  the  study  effort  as  it  pro¬ 
gresses.  The  “comprehensive  system  of 


guidance”  may  prove  to  be  an  effective 
way  to  consolidate  the  results  of  these 
and  other  government  activities  into 
an  integrated  body  of  policy. 

’The  Act  requires  the  results  of  the 
study  to  be  reported  to  Congress  two 
years  after  the  date  of  enactment  or 
February  3,  1980.  While  additional 
follow-on  study  and  developmental 
work  are  anticipated,  the  two-year 
statutory  requirement  is  to  allow  Con¬ 
gress  to  give  timely  attention  to  an  ex¬ 
ecutive  branch  progress  report.  ’The 
study  will  consider  optional  organiza¬ 
tional  arrangements  to  assure  that 
Federal  assistance  management  issues 
will  be  considered  on  a  continuing 
basis  throughout  the  executive 
branch. 

The  study  is  viewed  as  a  develop¬ 
mental  as  well  as  an  analytical  effort. 
Thus,  during  the  course  of  the  study, 
agreement  on  specific  issues  may  be 
achieved  or  specific  changes  in  admin¬ 
istrative  practice  found  to  be  both  fea¬ 
sible  and  desirable.  It  is  anticipated  in 
such  instances  that  implementation 
would  begin  immediately  rather  than 
await  submission  of  the  study  report. 
The  report  would  include  both  discus¬ 
sions  of  any  actions  taken  and  analysis 
and  recommendations  for  the  future. 

The  proposed  study  plan  includes 
three  major  task  areas.  Each  of  these 
is  outlined  below.  Where  possible, 
prior  studies  by  Congress  and  execu¬ 
tive  branch  agencies  will  be  utilized. 

II.  Proposed  OMB  Study 

The  OMB  Study  effort  will  primar¬ 
ily  address  the  three  major  report  ele¬ 
ments  required  by  the  Act.  ’The  major 
study  elements  described  below  pro¬ 
vide  a  preliminary  framework  to  begin 
action  to  consider  the  numerous  spe¬ 
cific  subject  areas  and  to  identify 
major  activities  necessary  to  achieve 
the  statutory  objectives.  Specific 
issues  under  Task  C  were  derived  from 
the  legislative  history,  analysis  of  the 
Act,  and  recent  discussions  with  Fed¬ 
eral  agencies.  The  criteria  established 
in  Sections  4,  5,  and  6  of  the  Act  are  a 
beginning  in  clarifying  the  meaning  of 
the  terms  “procurement  contract,” 
“grant,”  and  “cooperative  agreement.” 
They  provide  a  framework  of  relation¬ 
ships  for  government-wide  guidance  in 
assistance  programs.  The  intent  of  the 
study  requirement  is  to  provide  for 
further  actions  to  improve  assistance 
processes. 

Task  A— Feasibility  of  a  comprehen¬ 
sive  system  of  guidance  for  Federal  as¬ 
sistance  programs.  By  a  “comprehen¬ 
sive  system  of  guidance,”  this  Act  can 
mean  a  government-wide  set  of  assist¬ 
ance  guidance  or  regulations  some¬ 
what  analogous  to  the  functions  of  the 
Federal  Acquisition  Regulations  being 
developed  by  the  Office  of  Federal 
Procurement  Policy  for  procurement. 
This  might  consist  of  a  centrally  devel¬ 
oped  set  of  regulations  for  direct  use 
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without  substitution  or  duplication  by 
agencies  administering  assistance  pro¬ 
grams. 

Some  observers  of  Federal  assistance 
activities  believe  that  the  existing 
system  of  statutes,  lead  agency  regula¬ 
tions  (e.g..  those  for  compliance  with 
civil  rights  and  environmental  poli¬ 
cies).  OMB  circulars,  and  agency  as¬ 
sistance  regulations  is  adequate,  smd 
that  a  more  formal  or  integrated 
system  could  lead  to  increased  cost 
and  rigidity.  Others  believe  a  more  in¬ 
tegrated  system  of  guidance  is  re¬ 
quired. 

The  primary  questions  to  be  ad¬ 
dressed  and  more  fully  clarified  under 
this  task  are: 

1.  What  are  the  distinctions  between 
procurement  and  assistance  activities? 

2.  What  is  the  need  for  a  compre¬ 
hensive  system  of  guidance  for  assist¬ 
ance  activities  as  viewed  by  the  various 
participants  in  the  process? 

What  would  be  the  efficiency  and 
effectiveness  benefits? 

What  effect  would  the  system 
have  on  Federal.  State,  and  local  of¬ 
ficials  and  other  recipients? 

3.  How  should  a  comprehensive 
system  of  guidance  be  organized  and 
structured,  and  how  much  of  the  as¬ 
sistance  spectrum  should  it  encom¬ 
pass?  For  example. 

Should  it  include  direct  Federal  as¬ 
sistance  to  firms  and  individuals? 

Should  it  apply  to  non-financial 
types  of  assistance  such  as  property, 
advice,  and  data  or  information? 

4.  What  should  be  its  scope  for: 

Managerial  requirements  (e.g.. 

competition  for  awards,  reporting  re¬ 
quirements.  and  agency  involvement 
in  assisted  activities); 

General  government-wide  statuto¬ 
ry  crosscutting  requirements  (e.g.. 
civil  rights,  environmental  protec¬ 
tion.  and  provision  for  the  handi¬ 
capped); 

Substantive  program  require¬ 
ments? 

5.  How  would  a  comprehensive 
system  of  guidance: 

Provide  policymakers  with  choices 
about  decreasing  or  increasing  Fed¬ 
eral  involvement  in  managing  assist¬ 
ance  programs? 

Help  define  Federal  and  recipient 
accountability? 

Lead  to  a  clarification  of  Federal 
and  recipient  roles? 

Assist  in  the  choice  of  the  appro¬ 
priate  Federal  role  for  each  assist¬ 
ance  relationship? 

Permit  participation  of  recipients 
both  public  and  private  in  determi¬ 
nation  of  roles? 

Guide  the  choice  of  techniques 
and  legal  instruments  to  support  the 
appropriate  Federal  role  for  each  as¬ 
sistance  relationship? 

Reduce  paperwork  and  uncertain¬ 
ty  about  Federal  requirements? 

The  major  subtasks  will  be: 


1.  Define  the  term  “assistance.”  This 
will  include  an  analysis  of  the  various 
statutory  definitions  of  the  term.  The 
implications  of  various  alternative 
definitions  will  also  be  examined.  The 
selected  definition  will  be  the  basis  for 
consideration  of  a  comprehensive 
system  of  guidance. 

2.  Identify  the  full  range  of  assist¬ 
ance  programs  by  type.  e.g..  grants,  co¬ 
operative  agreements,  loans,  loan 
guarantees,  direct  payments  to  individ¬ 
uals.  subsidies,  insurance,  technical  as¬ 
sistance.  and  property  donations. 

3.  Conduct  selected  crosscut  analyses 
of  assistance  programs  by  recipient,  in¬ 
termediary.  function,  activity,  and 
purpose.  In  each  analysis,  identify  ex¬ 
isting  similarities  and  differences  in 
managerial,  general  crosscutting  (i.e., 
policy),  and  selected  substantive  pro¬ 
gram  requirements.  The  product  of 
this  step  will  be  findings  and  recom¬ 
mendations  on  the  degree  of  standard¬ 
ization  that  does  or  perhaps  should 
exist. 

4.  Analyze  the  existing  system  of 
program  guidance  and  how  the  various 
elements  are  relayed  to  programs  re¬ 
cipients  and  intermediaries.  These  ele¬ 
ments  include  the  Code  of  Federal 
Regulations,  OMB  circulars.  Presiden¬ 
tial  memoranda,  imcodified  agency 
procedures,  and  instructions  to  recipi¬ 
ents  or  intermediaries. 

5.  Analyze  how  a  comprehensive 
system  of  guidance  would  relate  to 
State  and  local  governments: 

Would  standard  definitions  of  var¬ 
ious  assistance  terms  be  used  by 
other  levels  of  government  in  han¬ 
dling  their  own  as  well  as  Federal 
funds? 

Would  a  comprehensive  system  of 
guidance  enhance  predictability  in 
Federal-recipient  relationships? 

6.  Identify  what  choices  are  suggest¬ 
ed  by  moving  to  a  comprehensive 
system  of  guidance  that  would  further 
simplify  assistance  program  adminis¬ 
tration,  reduce  or  increase  the  level  of 
•Federal  involvement,  or  eliminate  pa¬ 
perwork  requirements. 

Task  B— Alternative  means  for  im¬ 
plementing  Federal  assistance  pro¬ 
grams.  This  requirement  is  open 
ended.  At  a  minimum,  it  is  clear  the 
Act  intends  for  the  choice  between 
grants  and  cooperative  agreements  to 
be  analyzed.  Two  subtasks  are  pro¬ 
posed: 

1.  Study  the  factors  to  consider 
when  choosing  between  grant  and  co¬ 
operative  agreement  instruments.  This 
would  lead  to  a  better  understanding 
of  the  choices  that  agencies  can  make 
in  selecting  the  appropriate  level  of 
Federal  involvement  during  perform¬ 
ance.  The  subtask  includes  the  follow¬ 
ing  factors: 

Determining  the  normal  extent  of 
Federal  involvement  in  performance 
of  the  assisted  activity; 


Increasing  or  decreasing  the  level 
of  involvement  during  the  life  of  a 
project; 

Assessing  alternative  types  of 
grants  and  cooperative  agreements; 

Determining  the  rights  of  various 
parties  under  different  degrees  of 
Federal  involvement.  This  will  in¬ 
clude  resolution  of  disputes,  the 
legal  remedies  available,  and  what 
should  constitute  due  process; 

Ascertaining  how  various  degrees 
of  Federal  involvement  can  affect 
the  accountability  and  potential  li¬ 
abilities  of  the  various  parties. 

Describing  the  anticipated  degree 
of  Federal  involvement  and  the  in¬ 
struments  to  be  used  in  the  contents 
of  a  program  announcement  and  im¬ 
plementing  regulations. 

Identifying  other  elements  of  dis¬ 
tinction  between  grants  and  coopera¬ 
tive  agreements. 

2.  Develop  a  model  analysis  of  appro¬ 
priated  uses  of  alternative  assistance 
types  such  as  direct  payments  to  indi¬ 
viduals.  industry  subsidies,  or  grants 
to  local  governments  to  accomplish  a 
given  public  purpose.  The  objective 
would  be  to  illustrate  the  type  of  anal¬ 
ysis  such  a  choice  should  have  as  its 
basis. 

Task  C— Study  of  specific  issues.  The 
legislative  history,  preliminary  discus¬ 
sions  with  the  agencies,  and  our  gener¬ 
al  understanding  of  the  impacts  of  the 
Act  have  led  to  a  list  of  specific  issues 
selected  for  inclusion  in  this  study.  In 
addition,  the  experience  derived  from 
implementing  Sections  4,  5.  and  6  of 
the  Act  can  be  expected  to  yield  addi¬ 
tional  issues.  Other  study  tasks  may 
also  produce  issues  that  can  best  be 
handled  as  discrete  subtasks.  The  list 
of  presently  recognized  issues  to  be  ad¬ 
dressed  in  the  study  includes: 

1.  How  does  the  Act  relate  to  fimd- 
ing  research? 

Whether  a  restriction  against  ren¬ 
dering  assistance  in  an  agency’s  leg¬ 
islation  should  force  it  to  view  all  re¬ 
search  funding  as  procurement. 

In  the  absence  of  any  such  legisla¬ 
tive  restrictions,  what  are  the  benefi¬ 
cial  or  adverse  effects  on  mission 
agencies  which  fund  required  re¬ 
search  as  assistance  transactions? 

Whether  the  normal  rules  for  pro¬ 
curement  are  suited  to  funding  basic 
research. 

Whether  there  are  any  distinctions 
that  should  be  made  in  funding  re¬ 
search  at  educational  institutions  as 
opposed  to  funding  research  in  gen-k 
eral. 

How  funding  basic  research  com¬ 
pares  with  funding  applied  research. 

2.  What  are  the  various  existing  and 
proposed  types  of  cooperative  agree¬ 
ments?  How  would  these  types  of  co¬ 
operative  agreements  relate  to  the  ex¬ 
isting  structure  of  generally  applicable 
assistance  policy  standards? 

3.  Can  cooperative  agreements  be 
used  to  pioneer  entirely  new  types  of 
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Federal  leadership  or  assistance  tech¬ 
niques  that  would  be  a  departure  from 
the  traditional  approaches  of  most 
agencies? 

4.  Can  basic  agreements  on  an 
agency-by-agency  basis,  master  agree¬ 
ments  on  a  government-wide  basis,  or 
some  combination  be  used  to  simplify 
administrative  requirements  for  State 
and  local  governments,  universities,  or 
other  recipients?  Would,  for  example. 
State  certification  to  comply  with 
such  requirements  as  civil  rights  or 
minimiun  wage  rates  on  all  assisted 
projects  be  simpler  for  both  the  Feder¬ 
al  and  State  governments  than  the 
present  inclusion  of  such  provisions  in 
each  assistance  instnunent? 

5.  Can  improvements  be  made  in  the 
way  various  crosscutting  (policy)  stat¬ 
utes  are  applied  to  assistance  pro¬ 
grams? 

6.  What  should  be  the  Federal  policy 
on  competitive  selection  of  recipients 
for  discretionary  awards  of  assistance? 

For  what  types  of  programs  should 
the  recipient  be  selected  on  a  com¬ 
petitive  basis? 

What  is  the  significance  of  select¬ 
ing  recipients  on  a  competitive  basis? 
For  the  agencies?  For  the  recipients? 

What  forms  can  applicant  competi¬ 
tion  take? 

To  what  degree  should  the  com¬ 
petitive  selection  of  recipients  be 
mandatory? 

7.  What  should  be  the  Federal  policy 
on  the  eligibility  of  for-profit  organi¬ 
zations  for  Federal  assistance?  The 
Act  requires,  in  the  absence  of  explicit 


statutory  prohibition,  agencies  to  use 
a  grant  or  cooperative  agreement 
when  the  purpose  of  a  transaction  is 
to  stimulate  or  support  an  activity  as 
opposed  to  procuring  something  for 
the  agencies’  own  use.  This  require¬ 
ment  raises  the  question  of  whether  a 
government-wide  policy  is  needed  on 
the  eligibility  of  for-profits  to  partici¬ 
pate  in  assistance  programs? 

8.  What  should  be  the  Federal  policy 
on  participation  of  potential  recipients 
in  development  of  assistance  programs 
that  may  impact  them? 

To  what  degree  should  recipients 
such  as  State  and  local  governments 
be  allowed  to  contribute  to  the  de¬ 
velopment  of  a  Federal  assistance 
program? 

To  what  degree  should  ultimate 
beneficiaries  be  allowed  to  partici¬ 
pate? 

How  do  the  Federal  Advisory  Com¬ 
mittee  Act  and  its  various  interpre¬ 
tations  affect  this  participation? 

9.  What  should  be  the  distinction  be¬ 
tween  Federal  advice  or  technical  as¬ 
sistance  and  “substantial  Federal  in¬ 
volvement  during  performance”? 
When  should  guidance,  advice,  or 
technical  assistance  to  the  recipient  of 
financial  aid  be  considered  enough  in¬ 
volvement  to  require  use  of  a  coopera¬ 
tive  agreement  instead  of  a  grant?  Can 
technical  assistance  be  employed  to 
reduce  Federal  involvement? 

10.  What  are  the  problems  of  volun¬ 
teer  organizations  in  receiving  Federal 
assistance?  Many  volunteer  organiza¬ 
tions  receive  Federal  funding  as  sub¬ 
grantees  of  other  primary  recipients. 


What  special  problems  do  these  and 
other  sub-grantees  face?  What  special 
problems  stem  from  non-profit  status? 

11.  Are  there  features  or  provisions 
of  the  procurement  system  that 
should  be  made  applicable  to  assist¬ 
ance  transactions? 

12.  What  potential  is  there  for  the 
concept  of  fixed-price  assistance 
awards?  Under  this  concept,  an  agency 
would  provide  a  fixed  level  of  funding 
and  only  review  the  performance  of 
the  recipient.  It  is  suggested  that 
where  usable,  this  concept  could  sig¬ 
nificantly  reduce  accounting,  report¬ 
ing.  and  review  requirements. 

13.  Should  the  Intergovernmental 
Cooperation  Act  provisions  for  cost  re¬ 
imbursement  by  State  and  local  gov¬ 
ernments  for  technical  assistance  pro¬ 
vided  by  Federal  agencies  be  revised? 

14.  Should  there  be  a  government- 
wide  policy  for  cost  sharing  in  assist¬ 
ance  transactions? 

15.  Are  there  types  of  Federal  rela¬ 
tionships  covered  by  the  Act  which 
cannot  be  classified  as  either  procure¬ 
ment  or  assistance?  Examples  of  such 
relationships  might  be: 

Mutual  service  agreements  where, 
for  example,  a  Federal  agency  and 
other  levels  of  government  agree  to 
assist  each  other  in  fighting  forest 
fires. 

Joint  ventures  such  as  combined 
efforts  of  Federal  and  non-Federal 
personnel  working  side  by  side  in  a 
laboratory. 
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